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February 2022

The Legislative Audit Committee
of the Montana State Legislature:

This is our financial audit report on the Public Employees’ Retirement Board, a 
component unit of the State of Montana, for the fiscal year ended June 30, 2021. This 
report contains our Independent Auditor’s Report which includes an unmodified 
opinion, meaning the reader can rely on the information presented.

The report also includes the board-prepared financial statements, related notes to 
the financial statements, required supplementary information, and supplementary 
information. Additional information about each retirement system’s total and net 
pension liability, investments, contributions, and expense data is included in the 
required supplementary information and supplementary information. 

The board’s written response to the audit is included in the audit report at page C-1. 
We thank the Executive Director and his staff for their cooperation and assistance 
throughout the audit.

Respectfully submitted,

/s/ Angus Maciver

Angus Maciver
Legislative Auditor

LEGISLATIVE AUDIT DIVISION
	
Angus Maciver, Legislative Auditor	 Deputy Legislative Auditors:
Deborah F. Butler, Legal Counsel	 Cindy Jorgenson
	 William Soller
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(continued on back)

AUDITOR’S OPINION (page A-1): UNMODIFIED
We found the board’s financial statements and note disclosures presented 
fairly the activity of the systems in all material respects and we issued an 
unmodified opinion. This means a reader can rely on the information 
presented and the underlying financial records. 

For the full context of the board’s financial activity, see the financial 
statements and notes beginning on page A-5.

RECOMMENDATIONS:
In this report, we issued the following recommendations:
To the board: 0
To the legislature: 0

In this report, we determined the implementation status of 
recommendations in the prior audit:
Fully Implemented: 0
Partially Implemented: 1
Not Implemented: 0

SUMMARY OF AUDIT WORK:
Our audit work included reviewing support for contribution receipts 
and benefit payments and determining the reasonableness of investment 
balances and associated net investment income. We considered the board’s 
control systems throughout the audit, including the computer system used 
by the board to electronically process contributions and benefits. We also 
performed testing to determine the accuracy of the data in this system. We 
reviewed the financial statements and note disclosures to determine if they 
were supported by the underlying accounting records and the actuarial 
valuations as of June 30, 2021. 

The defined benefit pension plan investments earned 
approximately $2 billion and the defined contribution 
pension plans earned approximately $200 million 
in fiscal year 2021 because of the approximately 
27 percent return on the plan investments. This 
resulted in an increase of just over $2 billion in the 
fiduciary net positions for all plans administered by the 
board, in total.

Report Summary

Financial Audit	  	 20-08B	 February 2022
Montana Legislative Audit Division

Public Employees’ Retirement Board
For the Fiscal Year Ended June 30, 2021 

Background
The Public Employees’ 
Retirement Board (board) 
administers eight defined 
benefit pension plans, two 
defined contribution pension 
plans, and one other post 
employment benefits plan. 
The board is a fiduciary 
component unit of the State 
of Montana. 

The Montana Constitution 
requires the defined benefit 
pension plans to be funded 
on an actuarially sound basis. 
According to state law, a 
defined benefit retirement 
plan is considered actuarially 
sound when contributions 
are sufficient to pay benefit 
obligations as they come 
due in the future and the 
unfunded liabilities can be 
amortized over a time period 
that does not exceed 30 years. 
The most recent actuarial 
valuations, performed as of 
June 30, 2021, found the 
unfunded liability of seven of 
the systems amortizes within 
30 years, while GWPORS 
does not. 

Public Employees’ 
Retirement Board 
President: Sheena Wilson 

Executive Director: 
Dore Schwinden
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For the full report or more 
information, contact the 
Legislative Audit Division. 

leg.mt.gov/lad

Room 160, State Capitol
PO Box 201705
Helena, MT 59620-1705
(406) 444-3122

The mission of the 
Legislative Audit Division 
is to increase public trust 
in state government by 
reporting timely and accurate 
information about agency 
operations, technology, and 
finances to the Legislature 
and the citizens of Montana.

To report fraud, waste, or 
abuse:

Online
www.Montanafraud.gov

Email
LADHotline@mt.gov

Call 
(Statewide)
(800) 222-4446 or
(Helena)
(406) 444-4446

Text 
(704) 430-3930

We also hired an independent actuary to provide expertise during the 
audit. This includes reviewing each system’s actuarial valuation and 
assumptions underlying the calculation of the total pension liability for 
reasonableness.

REPORT ON INTERNAL CONTROL AND COMPLIANCE 
(page B-1):
In this report, we identified the following:
Material Weaknesses in Internal Control: 0
Significant Deficiencies in Internal Control: 0
Material Non-Compliance: 1
Other Matters: 0

For the full context of this information, including the distinction 
between the types of items reported, see the report beginning on 
page B-1.

S-2



Chapter I – Introduction and Background

Audit Scope
We performed a financial audit of the Public Employees’ Retirement Board (board) for the fiscal year 
ended June 30, 2021. The objectives of our audit were to:

1.	 Determine whether the board’s financial statements present fairly the board’s fiduciary net 
position and changes in fiduciary net position.

2.	 Determine the board’s compliance with direct and material laws and regulations.
3.	 Obtain an understanding of the board’s internal control systems to the extent necessary 

to support our audit of the board’s financial statements, and if appropriate, make 
recommendations for improvement in internal controls. 

4.	 Perform the work necessary over the supplemental information to determine whether 
that information is fairly stated, in all material respects, in relation to the basic financial 
statements taken as a whole.

5.	 Follow up on and determine the implementation status of the prior audit recommendation.

Our audit work included reviewing support for contribution receipts and benefit payments and 
determining the reasonableness of investment balances and associated net investment income. We 
considered the board’s control systems throughout the audit, including the computer system used by 
the board to electronically process contributions and benefits. We also performed testing to determine 
the accuracy of the data in this system. We reviewed the financial statements and note disclosures to 
determine if they were supported by the underlying accounting records and the actuarial valuation as of 
June 30, 2021. 

We also hired an independent actuary to provide expertise during the audit. This includes reviewing the 
system’s actuarial valuation and assumptions underlying the calculation of the total pension liability for 
reasonableness. 

Background
The board is a fiduciary component unit of the State of Montana. The board consists of seven members 
appointed by the governor to five-year terms. The executive director and his staff perform daily 
administrative functions as directed by the board. The board administers ten retirement plans and an 
Other Post Employment Benefit (OPEB) plan. The board manages the following defined benefit plans: 

	� Public Employees’ Retirement System–Defined Benefit Retirement Plan (PERS-DBRP)
	� Judges’ Retirement System (JRS) 
	� Highway Patrol Officers’ Retirement System (HPORS) 
	� Sheriffs’ Retirement System (SRS) 
	� Game Wardens’ and Peace Officers’ Retirement System (GWPORS) 
	� Municipal Police Officers’ Retirement System (MPORS) 
	� Firefighters’ Unified Retirement System (FURS) 
	� Volunteer Firefighter’s Compensation Act (VFCA). 

1
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These defined benefit funds provide pension, disability, and death benefits to eligible members and 
survivors. For all plans, except for the Volunteer Firefighters’ Compensation Act, the monthly benefits 
are based on eligibility, years of service, and salary while employed. The Volunteer Firefighters’ 
Compensation Act monthly benefits are based only on eligibility and years of service. 

The two defined contribution plans managed by the board are: the Public Employees’ Retirement 
System–Defined Contribution Retirement Plan (PERS-DCRP) and the Deferred Compensation (457) 
Plan. The PERS-DCRP provides retirement and death benefits for plan members. The OPEB plan 
mentioned above provides disability benefits for the members of the PERS-DCRP. The 457 Plan is 
a voluntary supplemental retirement savings plan for employees of the state, the Montana University 
System, or political subdivisions that contract with the plan. Members contribute a portion of their 
compensation to the plan. 

Actuarial Soundness
Article VIII, Section 15 of the Montana Constitution requires the public retirement systems to be 
funded on an actuarially sound basis. According to state law, a defined benefit retirement system 
is considered actuarially sound when contributions and investments are sufficient to pay benefit 
obligations as they come due in the future. The unfunded liabilities can be amortized over a time 
period not exceeding 30 years. Table 1 shows the amortization periods for each defined benefit 
retirement system at June 30, 2021, and June 30, 2020.

Table 1
Defined Benefit Plan Amortization Periods

(in years)

System Amortization Period 
at June 30, 2021

Amortization Period 
at June 30, 2020

Public Employees’ - Defined Benefit 28 35
Judges’ 0* 0*
Highway Patrol Officers’ 26 39
Sheriffs’ 18 21
Game Wardens’ and Peace Officers’ 35 40
Municipal Police Officers’ 15 16
Firefighters’ Unified 6 8
Volunteer Firefighters’ Compensation Act 1 4

Source: Compiled by the Legislative Audit Division from Public Employees’ 
Retirement Board actuarial information.

*These systems were fully funded for the year.

The actuarial valuations as of June 30, 2021, indicate the Game Wardens’ and Peace Officers’ 
Retirement System is not actuarially sound. 

Pension Liability
The notes to the financial statements disclose the total pension liability and net pension liability for 
each defined benefit system. The total pension liability is the actuarial present value of projected benefit 
payments attributable to past periods of member service. The net pension liability is the total pension 
liability less the plan fiduciary net position. A net pension asset occurs when the plan’s fiduciary net 
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position is larger than the total pension liability. Table 2 below shows the Net Pension Liability/(Asset) 
for the defined benefit plans at June 30, 2021, and 2020.

Table 2
Net Pension Liability/(Asset) by Defined Benefit Plan

System June 30, 2021 June 30, 2020 Increase/(Decrease)
Public Employees’ - Defined Benefit $1,813,221,704 $2,638,211,389 ($824,989,685)
Judges’ ($59,201,926) ($36,544,558) $22,657,368
Highway Patrol Officers’ $85,069,531 $233,831,374 ($148,761,843)
Sheriffs’ $72,840,168 $121,885,990 ($49,045,822)
Game Wardens’ and Peace Officers’ $32,457,945 $135,159,982 ($102,702,037)
Municipal Police Officers’ $181,787,856 $244,586,402 ($62,798,546)
Firefighters’ Unified $85,575,694 $156,477,151 ($70,901,457)
Volunteer Firefighters’ Compensation Act $1,322,884 $9,106,029 ($7,783,145)

Source: Compiled by the Legislative Audit Division from board actuarial information.

The decreases in the net pension liability/(asset) in the table above resulted from the approximately 
27 percent investment returns being significantly more than the 7.65 percent assumed rate of return for 
each plan.

Crossover Tests
An important part of calculating the total pension liability (TPL) is the crossover test. This calculation 
projects the benefits for current plan members only and compares those payments to the plan’s fiduciary 
net position for each future year. If a plan’s fiduciary net position is projected to not be able to pay 
the future benefits for current plan members, the assumed rate of return is blended with the lower, 
municipal bond rate. This results in a lower discount rate used to calculate the total pension liability 
and thus a higher dollar amount.

As part of our initial audit work over the pension information provided by the board, we noticed the 
liabilities for PERS-DBRP, GWPORS, HPORS, and SRS were significantly higher than expected, 
especially given the high investment returns for the year. All of these systems had failed the crossover 
test, resulting in lower, blended discount rates.

Our contracted actuary reviewed these crossover tests and determined the methodology used by the 
board’s actuary was not reasonable because it used a mixture of current and prior year information as 
the starting point. While this is the same methodology used in previous years, we did not take issue 
with it before because it did not result in material differences in the TPL calculation. 

The liability has significant and real world implications for employers in the plans when they report 
their share of the net pension liability (NPL). For the state of Montana, using these initial amounts 
would have resulted in the state reporting over $2.1 billion more than they should for these four plans 
in the state’s Annual Comprehensive Financial Report. One potential consequence is a lower bond 
rating; which would result in taxpayers having to pay a higher interest rate on bonds issued by the state. 
For other employers, these extra liabilities could inflate the rates citizens have to pay for services such as 
water and sewer as those programs are allocated their portions of that inflated liability. 
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After we discussed the issue with board staff and their actuary, they decided to make a change in the 
methodology. The actuary recalculated the crossover tests with this new approach, which resulted 
in PERS-DBRP, GWPORS, HPORS, and SRS all passing and being able to use the 7.06 percent 
discount rate. Table 3 below details the NPL amounts from the initial and updated analysis:

Table 3
Initial vs Updated Net Pension Liability Calculations

Initial Updated Difference
PERS-DBRP 5,306,580,782 1,813,221,704 3,493,359,078 
GWPORS 213,974,570 32,457,945 181,516,625 
HPORS 256,442,855 85,069,531 171,373,324 
SRS 205,263,287 72,840,168 132,423,119 

Source: Compiled by the Legislative Audit Division from board actuarial information.

Funding Valuation Versus Financial Reporting Calculations
The actuarial soundness and pension liability sections above discuss the liabilities each system owes to 
its members. To determine the amortization period discussed in the actuarial soundness section above, 
the board’s actuary calculates an actuarially accrued liability (AAL), which is the actuarial present 
value of projected pension plan benefits and expenses. The actuarial value of the system’s assets is then 
subtracted from this amount to determine the unfunded actuarial accrued liability (UAAL).

To determine the TPL and the NPL reported in the system’s financial statement notes and required 
supplementary information, the board’s actuary calculates the actuarial present value of projected 
benefit payments attributable to past periods of member service. The system’s net position is then 
subtracted from this amount to determine the net pension liability.

These calculations sound very similar, but have a few important differences:

Table 4
Actuarial Accrued Liability and Total Pension Liability Calculation Elements

Actuarial Accrued Liability Total Pension Liability
Actuarial value of assets is used by smoothing 
gains and losses over 4 years

 

 

Market value of assets is used
 

 

Rate of return is selected by the board
 

 
Rate of return must include a municipal bond 
rate if future assets are projected to be less 
than benefits

 

 

Rate of return is net of investment expenses
 

 

 

 

Rate of return is net of administrative expenses
 

 
Source: Compiled by the Legislative Audit Division based on Generally Accepted Accounting 

Principles and Actuarial Standards of Practice.
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The use of the market value of assets in the TPL versus the actuarial value in the AAL and the 
smoothing of gains and losses will cause the NPL to be more volatile than the UAAL. Additionally, 
the amount that the UAAL recognizes is offset by portions of losses from prior years. For instance, the 
NPL will realize approximately 27 percent return on investments for fiscal year 2021 while the UAAL 
will only recognize a portion of that. Table 5 below compares each plan’s market and the actuarial value 
of assets.

Table 5
Actuarial Asset Values vs Market Asset Values

(as of June 30, 2021)
System Actuarial Value Market Value Difference
Public Employees’ - Defined Benefit $6,514,976,330 $7,210,026,882 ($695,050,552)
Judges’ $120,864,685 $133,609,633 ($12,744,948)
Highway Patrol Officers’ $168,056,413 $185,979,057 ($17,922,644)
Sheriffs’ $438,035,779 $484,711,071 ($46,675,292)
Game Wardens’ and Peace Officers’ $247,392,056 $273,392,048 ($25,999,992)
Municipal Police Officers’ $516,143,647 $568,215,062 ($52,071,415)
Firefighters’ Unified $555,517,311 $611,281,874 ($55,764,563)
Volunteer Firefighters’ Compensation Act $45,130,521 $49,641,458 ($4,510,937)

Source: Compiled by the Legislative Audit Division from board actuarial information.

In addition to the differences above, the board actuary’s assumptions for each analysis are not required 
to be the same; but they were until fiscal year 2020. The board approves the funding valuation 
assumptions as part of the experience study process. While these assumptions can be updated between 
experience studies based on recommendations from the actuary, this has not happened recently, and 
they were last updated in June 2017. In contrast, the assumptions for financial reporting are analyzed 
and justified by the actuary yearly and may change before the funding assumptions. As a result, the 
assumptions used in the financial report analysis represent the more current outlook for the system. 
They are an early indicator of what will happen in future funding valuations. Essentially, the actuary 
has determined the assumptions needed to change to reasonably reflect the systems’ current position in 
the financial report, as required by Generally Accepted Accounting Principles (GAAP).

We summarized the assumption differences in the table below:

Table 6
Actuarial Accrued Liability and Total Pension Liability Assumption Differences

(at June 30, 2021)
Actuarial Accrued Liability Total Pension Liability

Investment rate of return 7.65% 7.06%
Inflation 2.75% 2.40%
Real wage growth 0.75% 1.10%

Source: Compiled by the Legislative Audit Division from board actuarial information.

Essentially, these differences in assumptions will drive the total liability calculations apart between the 
two measures, with the TPL larger and increasing faster than the AAL. 
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While these two measures are different, they are often confused as the same calculation and used 
interchangeably; but they shouldn’t be. The figure below shows how the total and net measures have 
moved over the last five fiscal years, illustrating how the differences discussed above have affected the 
PERS-DBRP.

Figure 1
Total and Net Measures Over Time
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However, due to volatility in investment activity, after FY 2020 the net
measure of FINANCIAL liability (NPL) decreased faster than the net
measure of ACTUARIAL liability (UAAL)

Source: Compiled by the Legislative Audit Division from board actuarial information. 
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Prior Audit Recommendation
The prior audit report for the fiscal year ended June 30, 2020, included a recommendation to the board 
and legislature to restore the actuarial soundness of GWPORS, HPORS, and PERS-DBRP. This 
recommendation has been partially implemented. The HPORS and PERS-DBRP are now actuarially 
sound due to the increase in investment returns during the year and the passage of Chapter 472, 
Laws of 2021, to increase the state contributions to HPORS beginning in fiscal year 2022. While 
the increase in investment returns did decrease the amortization period for GWPORS, it is still not 
actuarially sound. The funding changes requested by the board as part of House Bill 44 were not 
passed during the 2021 Legislative Session. However, the legislature created an interim study of all 
pension systems, which is currently underway in the State Administration and Veterans’ Affairs Interim 
Committee. We will continue to monitor the amortization period of all systems as part of future 
financial statement audits and make no further recommendations at this time.

7
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Independent Auditor’s Report

The Legislative Audit Committee
of the Montana State Legislature:

Introduction
We have audited the accompanying Statement of Fiduciary Net Position - Pension (And Other 
Employee Benefit) Trust Funds of the Public Employees’ Retirement Board, a fiduciary component 
unit of the State of Montana as of June 30, 2021, and the related Changes in Fiduciary Net Position - 
Pension (And Other Employee Benefit) Trust Funds for the fiscal year then ended, and the related notes 
to the financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
responsibility includes designing, implementing, and maintaining internal controls relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal controls relevant to the board’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the board’s internal control, and accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as the overall presentation of the financial 
statements. 

LEGISLATIVE AUDIT DIVISION
	
Angus Maciver, Legislative Auditor	 Deputy Legislative Auditors:
Deborah F. Butler, Legal Counsel	 Cindy Jorgenson
	 William Soller

Room 160 • State Capitol Building • PO Box 201705 • Helena, MT • 59620-1705
Phone (406) 444-3122 • FAX (406) 444-9784 • E-Mail lad@mt.gov
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Public Employees’ Retirement Board as of June 30, 2021, and the respective 
changes in fiduciary net position for the fiscal year then ended in conformity with accounting principles 
generally accepted in the United States of America.

Other Matters 
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the following be 
presented to supplement the basic financial statements:

	� Management’s Discussion & Analysis
	� Schedule of Changes of Multiple-Employers Plans Net Pension Liability/(Asset)
	� Schedule of Changes in Single Employer Plans Net Pension Liability/(Asset)
	� Schedule of Net Pension Liability/(Asset) for Multiple-Employer Plans
	� Schedule of Net Pension Liability/(Asset) for Single-Employer Plans
	� Schedule of Employer and Non-Employer (State) Contributions for Cost-Sharing Multiple-

Employer Plans
	� Schedule of Employer Contributions for Single-Employer Plans
	� Schedule of Investment Returns for Multiple-Employer Plans
	� Schedule of Investment Returns for Single-Employer Plans
	� Schedule of Total OPEB (Healthcare) Liability and Related Ratios, Last Ten Fiscal Years
	� Related notes

Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.
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Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The following are presented for purposes of additional analysis and are not a required part of the 
financial statements: 

	� Schedule of Administrative Expenses
	� Schedule of Investment Expenses
	� Detail of Fiduciary Net Position (PERS-DBRP and PERS-DBEd)
	� Detail of Changes in Fiduciary Net Position (PERS-DBRP and PERS-DBEd)
	� Detail of Fiduciary Net Position (PERS-DCRP, PERS-DCEd)
	� Detail of Changes in Fiduciary Net Position (PERS-DCRP, PERS-DCEd) 

Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all material 
respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated December 17, 
2021, on our consideration of the board’s internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the board’s internal 
control over financial reporting and compliance. 

Respectfully submitted,

/s/ Cindy Jorgenson

Cindy Jorgenson, CPA
Deputy Legislative Auditor
Helena, MT

December 17, 2021
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Report on Internal Control and Compliance





Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit 
of Financial Statements Performed in Accordance With 

Government Auditing Standards  

The Legislative Audit Committee
of the Montana State Legislature:

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to the financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the Public 
Employees’ Retirement Board, as of and for the year ended June 30, 2021, and the related notes to the 
financial statements, which collectively comprise the board’s basic financial statements, and have issued 
our report thereon dated December 17, 2021. 

Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the board’s internal 
control over financial reporting as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the board’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of the board’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 

Our consideration of internal controls was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 

LEGISLATIVE AUDIT DIVISION
	
Angus Maciver, Legislative Auditor	 Deputy Legislative Auditors:
Deborah F. Butler, Legal Counsel	 Cindy Jorgenson
	 William Soller

Room 160 • State Capitol Building • PO Box 201705 • Helena, MT • 59620-1705
Phone (406) 444-3122 • FAX (406) 444-9784 • E-Mail lad@mt.gov
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the board’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect 
on the financial statements. However, providing an opinion on compliance with those provisions was 
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our 
tests disclosed instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. The identified instances of noncompliance are described below: 

The board administers eight defined benefit retirement plans. The Montana Constitution and state law 
require these retirement systems to be actuarially sound, meaning the retirement system must amortize 
in 30 years or less. The actuarial valuation as of June 30, 2021, indicates the Games Wardens’ and Peace 
Officers’ Retirement System is not actuarially sound as it amortizes in 35 years. 

Public Employee’s Retirement Board Response to Findings
The board’s response to the findings identified in our audit are described on page C-1 of this report. 
The board’s response was not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on it. 

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
board’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the board’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Respectfully submitted,

/s/ Cindy Jorgenson

Cindy Jorgenson, CPA
Deputy Legislative Auditor
Helena, MT

December 17, 2021
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